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1. South Africa (SA) has during the past year continued to
focus on creating a good investnent climte for both
donmestic and foreign investors. |ts macroeconomn c
managenent is sound while investnent policies that pronote
openness and rai se productivity and growh, are key

obj ectives of the SA Government (SAG .

2. As part of its ongoing efforts to market and pronote
South Africa as an investnent destination, the SAG s

i nvest nent agency (Trade and | nvestnent South Africa — TISA)
has established various project support and aftercare

di visions, to assist investors wth the necessary support
information to facilitate the investnent decision and
expansi on process. The SAG has identified vehicles and
vehi cl e components, chem cals, electronics, information

t echnol ogy, pharnaceuticals, tel ecommunications, textiles,
clothing, and tourismas priority areas for attracting US
i nvestnment into SA

3. South Africa offers an attractive clinmate for foreign
investors. As a result, a large nunber of Anerican firns
have invested or reinvested in SA since the lifting of
apartheid sanctions in the early 1990s, naking the US one
of the largest sources of new investnent in SA. South
Africa has a substantially devel oped market with
significant growh potential and access to other markets in
Africa, well-devel oped financial institutions and capital
mar ket s, excell ent communi cation and transport |inks,
liberal repatriation of profits and other earnings, |ower

| abor costs conpared to industrialized countries,

i nexpensive el ectrical power and raw materials, and strong
macr oeconom ¢ policies. The SAG has al so nade progress in
est abl i shing neasures for good governance, such as

regul ation of industry, pronotion of conpetition and
prevention of corruption.

4. SA, however, faces daunting challenges as it conpetes
wi th other energing market countries for foreign



i nvestnent. These chall enges include high unenpl oynent,
crinme, poor education systens, housing shortages, and

heal th care chal | enges, the nost significant of which is

H V/AIDS. As a result of shortcom ngs in the educati onal
system and the departure of skilled |abor from SA, the
country continues to face a shortage of skilled |abor,
particularly at the professional and managerial |evels.
South Africa's reputation has also suffered due to its
proximty to the tangle of conflicts that have engulfed its
nort hern nei ghbors. During 2001, especially during the
fourth quarter, the South African econom c outl ook suffered
fromthe steep and rapid decline in the exchange val ue of
the Rand. Fromthe Septenber to the end of Decenber 2001,

t he wei ghted nom nal effective exchange rate of the Rand
depreci ated by 24 percent. |In the first half of 2002,
however, the Rand regai ned over 20 percent of its value
agai nst the dollar and was the world' s best performng
currency during this period.

5. During the past few years, investnent has been spurred
by a nunber of steps designed to make South Africa's

mar kets nore attractive to foreign investnment. These

i nclude: reducing inport tariffs, elimnating the

di scrimnatory non-resident sharehol ders tax, elimnating
nost foreign exchange controls, halving the secondary tax
on corporate dividends, |lowering the corporate tax rate on
earnings to 30 percent, and allow ng foreign investors 100
percent ownership. Additionally, the governnent does not

i npose performance requirenents on foreign conpani es and
does not require new investnments to conply with specific
criteria (although the governnent encourages investnents

t hat strengthen, expand, or enhance technology in the
various industries). At the sane tinme, South Africa's
tariff systemis conplex and is subject to rapid change.
For ei gn conpani es have al so conpl ai ned about del ays or
rejections in requested work permts for sone of their
proposed expatriate enpl oyees.

6. The South African Governnent treats foreign investnent
essentially the sane as donestic investnent. Foreign firns
are eligible for various national investnent incentives
such as export incentive prograns, tax allowances, and

ot her trade regul ations.

7. In contrast to donestic investors, however, foreign
investors face |l ocal borrowi ng restrictions inposed by
exchange control authorities. Such restrictions apply to



‘affected persons’ - conpanies or other bodies in which (1)
75 percent or nore of the capital assets or earnings may be
used for paynent to, or for the benefit of, a non-resident,
or (2) 75 percent or nore of the voting securities, voting
power, power of control, capital, assets or earnings are
vested in, or controlled by, any non-resident. No person
in SA may provide credit to a non-resident or “affected
person” w t hout exchange control exenption. However, non-
residents and “affected persons” may borrow up to 100
percent of the South African Rand val ue of funds introduced
from abroad and invested locally. Additionally, the
ability to borrow locally increases if both residents and
non-residents own the |ocal enterprise.

8. The SAG recogni zes the inportance of restructuring and
privatizing State-Omed Enterprises (SCE). During

Presi dent Mandela's term the Airports Conpany of South
Africa (ACSA), South African Airways (SAA), and Tel kom
(communi cations) were all partially successfully
privatized. In Novenber 1999, President Meki announced a
programto accelerate privatization of the "big four"
parastatal s: Eskom (power generation and distribution),
Denel (defense), Transnet (transportation), and the

remai ning 70 percent of Tel kom Cunul atively, these
parastatals are valued at over $25 billion, and represent
90 percent of SAG assets. Although the governnent expected
significant assets to be sold during the three years
follow ng 1999, its privatization programhas slowed from
its earlier pace. During 2001, the proceeds from
privatization amunted to R7.5 billion ($1 billion) through
the sale of governnment held shares in the private conpany
“MCel I ” and the privatization of SASRI A (SA Special R sks
Association Limted).

9. In May 2002, however, the SAG re-enphasized its

determ nation to push ahead with its privatization program
in the fiscal year, including its benchmark |isting of

t el ecommuni cations utility Tel kom the concessioning of
port operations in Durban, as well as noves in other

i ndustries such as rail operations and electricity. 1In
June 2002, the SAG announced the formation of Turboneca-
Africa, a new high tech engineering conpany specializing in
manuf acture, repair, maintenance, and overhaul of a range
of mlitary and civil helicopter engines and conponents.
This conpany is a partnership drawn froma 49 percent
contribution of assets from Denel Airnotive and 51 percent
from Turbonmeca in France. At the sane tinme, the Cabinet



al so approved the acquisition by BAE Systens of 30 percent
of Denel Aerospace and Ordnance for R375 mllion. Wth the
Tur boneca and BAE Systens agreenents, the restructuring of
t he state-owned conpany, Denel, has reached a najor

m | estone. Also during June, the SAG announced the

appoi ntnent of a Board to fast track the privatization of
Aventura (state-owned holiday resorts).

A. 2. Conversion and Transfer Policies

10. Exchange controls have effectively been abolished in
relation to non-residents, and the Governnment is pursuing a
policy of gradually relaxing the remai ni ng exchange controls
applicable to residents. Exchange control was introduced in
order to stemthe outflow of capital from South Africa, and
to ensure a neasure of stability in currency markets. It is
not difficult to obtain foreign exchange.

11. The Statutory Authority for exchange control is the
Currency and Exchange Act, 1933 (No. 9 of 1933). The
exchange control regulations (as anended) cane into force in
1961. The adm nistration of exchange control has been

del egated to the South African Reserve Bank (SARB), which in
turn has del egated certain of its powers to banking
institutions.

12. Cenerally, there are no restrictions on inward or
outward transfer of funds of which non-residents are the
beneficial owners. For exchange control purposes, non-
residents are persons not resident in South Africa and non-
Sout h African conpani es, excluding external conpanies
registered in South Africa. Capital invested in South
Africa can be freely returned abroad, as can capital and
revenue profits, for exanple, dividends and branch profits.
There is generally nolimt on the remttance of

conm ssions, director's fees, technical service paynent,
managenent fees, or the purchase of technol ogy, although
certain restrictions may apply when these paynents are nmade
wi thin group conpani es. \Were managenent fees are paid to a
non-resi dent group conpany, invoices based on tinme spent
will be required. Non-residents are permtted to nmaintain
foreign currency accounts with South African banks. If a
South African conmpany is 100 percent owned by non-residents,
there are certain requirenents that need to be satisfied
before a non-resident can transfer profits abroad. 1In the
case where the ownership is having a South African partner



the non-resident can transfer profits w thout any
restrictions.

13. The Reserve Bank of South Africa, assisted by

aut hori zed dealers in foreign exchange, adm nisters the
remai ni ng exchange control restrictions. Restrictions stil
exist wwth regard to |ocal borrowi ng by foreign-held
conpani es, but these are not significant and are intended
nmerely to ensure that | ocal borrowings are not exploited so
as to permt large-scale remttances of profits on m ni nmal
capital investnments. |If a non-resident grants a loan to a
South African resident, the South African debtor is required
to obtain approval for the amount and the interest rate, to
ensure that, the interest is freely remttable.

14. Royalties, license fees, and certain other remttances
to non-residents require the approval of the SARB. The
Departnent of Trade and | ndustry nust approve manufacturing
royalties. Royalty fees are based on a percentage of
ex-factory sales with a maxi num of 4 percent for consuner
goods and 6 percent for internediate and final capital
goods.

15. Further questions on exchange control can be addressed
to:

Sout h African Reserve Bank
Exchange Control D vision
P. O Box 427

Pretoria 0001

Tel: (27)(12) 313-3911

Fax: (27)(12) 313-3785

I nternet: wwv. resbank. co. za

A. 3. Expropriation and Conpensation

16. There is no record of any expropriation or
nationalization of Anerican investnent in South Africa since
1924. Under the Expropriation Act of 1975 and the
Expropriation Act Amendment of 1992, the State is entitled
to expropriate property for public necessity or public
utility. The decision to expropriate is an admnistrative
one vested in the State. Conpensation is determ ned by the
anount the property would have been realized in an open

mar ket transaction by a willing seller to a willing buyer.
Representatives of private sector conpanies in the m ning



sector are concerned, however, about how a proposed new
mning |law woul d affect their property interests in the
m nes.

A 4. Dispute Settlenent

17. South Africa is a nmenber of the New York Convention of
1958 on the recognition and enforcenent of foreign
arbitration awards, but is not a nenber of the
International Center for the Settlenent of Investnent

D sputes. South Africa has an objective systemfor
enforcing property and contractual rights. The governnent
does not interfere in the court system South Africa has
witten comrercial and bankruptcy |aws, which are

consi stently applied.

A.5. Performance Requirenents and | ncentives

18. The South African Departnent of Trade and | ndustry
(DTl) has devel oped a nunber of incentive schenes and
continues to introduce new ones. These incentive neasures
are available for a wide range of sectors and can be
classified under four broad categories that are aligned with
t he process of devel opnent that each busi ness goes through

i ncl udi ng:

I nnovation - (Research & Devel opnent.)
- Enterprise/Manufacture - (Establishnment/expansion of a
manuf act uri ng concern.)
- Conmpetitiveness - (lnproving the efficiencies of an
exi sting operation.)
- Export - (The exportation and marketing of manufactured
goods.)

19. Two new incentive schenes have recently been
introduced. The Strategic |Investnment Programme (SIP) is an
i nvestnent incentive in the formof an additional investnent
al  onance, which may be used to offset taxable income. The
al l onance is a deduction against taxable inconme, which can
be carried forward indefinitely and which can be used to

of fset taxable incone fromthe strategic investnent itself
or fromother pre-existing industrial projects carried on by
t he sanme conpany. The Foreign Investnent Gant (FIG is a
cash grant to assist foreign investors with the cost of

rel ocati ng new machi nery and equi pnent from overseas to



South Africa. New nmachinery and equi pnment qualify for the
assi stance. The schene is available to foreign investors
with a sharehol ding of at |east 50 percent. Further
informati on may be obtained fromthe DTl website,
www. dti . gov. za

20. In addition, the state-owned |Industrial Devel opnent
Corporation (IDC) provides |loan financing to the private
sector for the devel opnent of viable secondary

manuf acturing in its target sectors. The IDCis often
prepared to nake an equity investnent or enter into joint
ventures with foreign investors. There are severa

gover nnment - supported bodi es that provide technica

assi stance for new industries. These include the Counci
for Scientific and Industrial Research (CSIR), a

mul ti-disciplinary research, devel opnent, and

i npl enent ati on organi zation; Technifin, a governnent-owned
firmfinancing the comrercialization of new technol ogy and
products; and the Council for M neral Technol ogy,

Met al | urgy Research and Devel opnent (M ntek).

21. The SAG utilizes its position of both buyer and seller
to pronote the econom c enpowernent of historically

di sadvant aged groups through the Bl ack Econom c Enpower nment
(BEE) program Governmental interest in pronoting the
interests of historically disadvantaged groups has,
however, differed across mnistries. |In |arge-scale
infrastructure projects, like the Maputo Corridor, BEE

obj ectives were evident in requirenents nmandating the use
of small and nedi um sub-contractors. In other cases, like
the tender for the third cellular |icense, having a BEE

pl an and partner was nmandatory.

22. In Septenber 1996, DTl introduced an Industrial
Participation (I P) program The goal of this programis to
fast-track investnent, exports, and technol ogy devel opnent
by using governnent procurenment to | everage such
initiatives. The programis designed to encourage foreign
suppliers of major governnment contracts to seriously

eval uate the SA market as a possible investnment or business
| ocation. Under the program all governnent and parast at al
purchases or | ease contracts (goods, equi pnent or services)
with an inported content equal to or exceedi ng US$10
mllion (or the equivalent thereof) are subject to an IP
obligation. This obligation requires the seller/supplier
to engage in commercial or industrial activity equaling or
exceedi ng 30 percent of the inported content of total goods



purchased under government tender. The seller/supplier
subm ts and inpl enments business projects, generating IP
credits in an anount that equals or exceeds the IP
obligation. Excess credits may be "banked" for a period of
four years after the obligation is discharged, however,
only 50 percent of a new obligation can be fulfilled by
banked credits. The Industrial Participation obligation
must be fulfilled within seven years of the effective date
of the I P agreenent.

A.6. Rght to Private Omership and Establishnent

23. Private property rights are strongly protected by South
African law. In general, all foreign and donestic private
entities are entitled to own business enterprises and engage
in profit-making activities. Private entities are all owed
freely to establish, acquire, and dispose of interests in
busi ness enterprises. The acquisition of an existing

busi ness enterprise is usually achi eved through the purchase
of shares or assets. The securities regulation code applies
to public limted conpanies and to private conpanies with 10
or nore sharehol ders, and capital and reserves in excess of
5 mllion Rand (US$500,000). |If a stake of 30 percent or
nore is acquired, an offer nmust be made to mnority

sharehol ders to acquire all their shares at a price equal to
t he hi ghest paid by the investor.

A. 7. Protection of Property R ghts

24. Property rights, including intellectual property (IPR),
are protected under a variety of |laws and regul ati ons.

South Africa has an independent judiciary under which any
threat to property rights may be enforced without politica
interference. There are deficiencies, however, in
guaranteeing the protections afforded under these | aws.

25. SA is a nmenber of the Paris Union and acceded to the

St ockhol mtext of the Paris Convention for the protection of
intellectual property. SAis also a nenber of the Wrld
Intell ectual Property Organization (WPO . The new
governnment passed two |PR-related laws in Parlianent at the
end of 1997 - the Counterfeit Goods Act and the Intellectual
Property Laws Amendnent Acts - thereby enhancing its IPR
protection. The Departnent of Trade and | ndustry (DTI)
adm ni sters these acts.



26. Al agreenments relating to paynent for the right to use
know how, patents, trademarks, copyrights or other simlar
property are subject to approval by the exchange control
authorities. A distinction is nmade between consumer goods
and capital goods. For consuner goods, a royalty of up to 4
percent of factory selling price is regarded as acceptabl e.
For intermedi ate and finished capital goods, a royalty of up
to 6 percent will generally be approved.

27. Omers of patents and trademarks may |icense them but
when this entails the paynent of royalties to a non-resident
Iicensor, the royalty agreenent nust be approved by the DTl
Patents are granted for 20 years - usually with no option to
renew. Trademarks (including service marks) are valid for
an initial period of 10 years and are renewable indefinitely
for further 10 years period. The holder of a patent or
trademark nust pay an annual fee to preserve its validity.

28. Literary, nusical and artistic works, cinematographic
films, and sound recordings are eligible for copyright under
t he Copyright Act of 1978. New designs nmay be registered
under the Designs Act of 1967, which grants copyrights for
five years. South Africa is a signatory to the Berne

Copyri ght Conventi on.

29. Wile South African IPR laws and regul ations are
largely TRI PS-conpliant, there is continuing concern about
copyright piracy and trademark counterfeiting in general as
a result of the ineffective enforcenent of the IPR
legislation. 1In relation to the Counterfeit CGoods Act,
South Africa has during 2001 introduced neasures to enhance
enforcenent. More inspectors were appoi nted, warehouses for
counterfeit goods designated, counterfeit goods destroyed,
and the training of Custons, Border Police and South African
Police Services officials were inproved. Nevertheless, the
U S. copyright industry estimates that trade | osses due to
the piracy of copyrighted works are still large. Al though

| aw enforcenent authorities often cooperate with the private
sector in investigating allegations of counterfeit trade,

t here have been concerns about laxity in enforcenent of IPR
| aws agai nst inports of pirated goods.

A. 8. Transparency of the Regul atory System



30. In general, SA' s Conpanies Act (1973) provides for
clear, transparent regul ations concerning the establishnment
and operation of businesses. Business organizations of nore
than 20 persons that operate for gain nmust be registered as
a conpany under the Act. Foreign investnents are organized
under the sane rules and regul ations as donestic firnms, wth
one exception: foreign conpanies that choose not to forma
firmin SA operate as "external conpanies." Regardless, the
legal liabilities of an external conpany are not |imted.

31. No governnment approval is required for foreign
investors to establish a new business in South Africa apart
fromthe approval required under the exchange contro

regul ations. The investor will be required to appoint a
consul tant/audi tor/l egal advisor to register a conpany on
hi s/ her behalf. The conpany should be registered within
21days; it should also register with the tax authority.

32. In South Africa there are no |ocations where a foreign-
owned business is prohibited or investnent is officially

di scouraged. The forns, which are to be filled by an

i nvestor, are sinple and understandable. The whol e process
from beginning to end on average may take six nonths, but if
done through Trade and Investnent South Africa it can be
finalized within one nonth. Trade and | nvestnent South
Africa is a one-stop shop to help investors with issues
relating to exports and investnent.

33. South Africa actively encourages direct and indirect

i nvest nent by non-resident persons and conpanies. Virtually
all business activities are open to foreign investors and
there are generally no restrictions on foreign investnent.
Restrictions would usually relate to a particular industry
and be applicable both to residents and non-residents. Very
few restrictions apply only to foreign conpanies. For
exanpl e, a foreign bank establishing a branch in SA may be
required to enploy a certain m nimum nunber of |oca
residents in order to obtain a banking |license and may be
obliged to have a m ninum capital base. Restrictions also
exi st regarding the ownership of inmovable property by
foreign conpani es. Foreign conpanies are required to

regi ster as external conpani es before i movabl e property nmay
be registered in their nanes.

34. The nost common form of business entity in SAis the
[imted liability conpany having a share capital. These



conpani es may be either public or private conpanies. Public
conpani es nust have at | east seven nenbers, except in those
ci rcunst ances where a public conpany is a wholly owned
subsi di ary of another public conpany, in which event a
singl e shareholder is permtted. There are no restrictions
on the maxi mum nunber of nenbers. It nust have at |east two
directors. A public conpany may apply for a listing on the
JSE Securities Exchange SA provided that it conplies with
the JSE listing requirenents. Private conpanies nust, by
their articles of association, restrict the right to
transfer their shares, limt the nunber of their nmenbers in
nost instances to no nore than fifty, and prohibit any offer
to the public for the subscription of their shares or
debentures. The m ni mum nunber of directors and

sharehol ders in a private conpany is one.

35. O her typical business entities are:

Branches: A foreign conpany may al so operate through a
branch in SA. A conpany incorporated outside SA that
establi shes a place of business in SAis classified as an
“external conmpany” and its South African business is

colloquially known as a “branch”. The foreign conpany is
obliged to register with the Register of Conpani es and nust
conply with the provisions of the Conpany Act. |If a foreign

conpany w shes to establish a branch in SA registration is
acconplished in nmuch the same way as for a donestic conpany,
and a branch is in nost respects subject to the sane

regul ations as a South African conpany.

Cl ose Corporations: A close corporation is a suitable,
and popul ar, formof structuring small business for
i nvestors who are individuals. They provide limted
[iability without the adm nistrative burden of conpani es and
an audit is not required.

Part nershi ps: The Conpanies Act limts the nenbership
in a business partnership to twenty persons except for
partnerships in certain recogni sed professions. A
partnership is not subject to the specific |egislative
requi renments applicable to conpani es and cl ose corporation.

Trusts: Atrading trust is a form of unincorporated
busi ness organi sation created by an agreenment under which
property is held and nmanaged by trustees for the benefit and
profit of beneficiaries designated in the agreenent. Trading
trusts are not widely used in SA, but could be a useful



hybrid entity in cross border structuring of investnment. A
trust could also be a convenient and effective neans for
hol di ng passive investnents into South Africa.

36. Al businesses nust obtain a business license fromthe
| ocal authority, which is valid indefinitely unless the
business is relocated or acquired by a new owner. In
general, businesses nust register with the | ocal Regional
Servi ces Council, Departnent of Labor, Wrkman's
Conpensati on Conm ssioner, the appropriate Industrial
Council, the South African Revenue Service, and the
Departnent of Custons and Exci se.

| MM GRATI ON LAW

37. Several U S. and other foreign conpani es have
conpl ai ned that South Africa s inmmgration |egislation and
the application of the law nake it extrenmely difficult to
get work permts for their foreign enployees. They argue
that the |lack of |egislation has affected the recruitnent of
much- needed foreign | abor as South Africa still relied on
the apartheid-era Aliens Control Act that did not take into
account recent international devel opnents and the opening up
of the South African market. The SAG accepted that this is
a problemand introduced an Immgration Bill that would
create nore categories of permts for tenporary residence in
June 2001. The Inmmgration Bill, nore than four years in

t he maki ng, was finally approved by Parlianment in May 2002
after being subjected to many anendnents during 2001. The
Act requires enployers of foreigners to pay a percentage of
wages as a fee to the governnent.

TAX LAWS

38. The rate of South African Nornmal Conpany Taxation
appl i cabl e to Conpani es (other than small business
corporations and "enpl oynent conpani es” with financial years
ending after 1 April 1999) is 30 percent. Prior to Apri
1999, the conpany tax was 35 percent and prior to Apri

1994, the conpany tax rate was 40 percent. Conpanies are
not entitled to any rebates except for foreign royalty and
foreign taxes paid. Conpanies are also liable for Secondary
Tax on conpanies (STC) at 12.5 percent in respect of al

di vi dends decl ared after 13 March 1996. C ose Corporations
are treated as conpanies for taxation purposes.



39. Commenci ng January 2001, South Africa noved to a

resi dence-based i ncone tax system Taxes are |levied on
residents of SA irrespective of where in the world the
incone is earned. Although taxpayers are taxed on their
wor | dwi de i ncone, sone categories of incone and activities
undertaken outside SA are exenpt from SA tax. External
conpanies are taxed at a flat rate of 35 percent on their
South African source profits. Effective October 1, 2001
SA also instituted a capital gains tax. |ndividuals

i nclude 25 percent of net capital gains in taxable incone,
and conpani es include 50 percent of capital gains in
taxabl e incone. As a result, the effective capital gains
rate for individuals will vary fromO to 10.5 percent and
the rate for conpanies is 15 percent. SA also has a 14
percent val ue-added tax (VAT). Exports are zero-rated and
no VAT is payable on inported capital goods.

COMPETI T1 ON LEG SLATI ON

40. The Conpetition Act of 1998, which came into effect in
Septenber 1999, is ainmed at elimnating anti-conpetitive
practices, ending abuse of dom nant positions (defined as a
mar ket share of 35 percent or nore), and strengthening
merger control. The |legislation also gave nore power to
restrict anti-conpetitive behavior of the state-owned
enterprises, especially when they conpete unfairly with the
private sector. The Act replaced the previous |egislation
and allows for the creation of a nuch stronger conpetition
authority, the Conpetition Comm ssion. |Its functions range
frominvestigating anti-conpetitive conduct; assessing the
i npact of nergers and acquisitions on conpetition (and the
possi bl e soci o-econom ¢ inpact) and taking appropriate
action; nmonitoring conpetition |levels and market
transparency in the econony; identifying inpedinents to
conpetition; and playing an advocacy role in addressing

t hese inpedi nents. The Conpetition Comm ssion is

i ndependent, but its decisions may be appeal ed before the
Conpetition Tribunal and the Conpetition Appeals Court.

TELECOVMUNI CATI ONS LAWS AND REGULATI ONS

41. In the WO, South Africa nmade a series of val ue-added

t el ecomuni cation conmtnents and, for basic

t el ecomuni cati ons services, adopted the WO reference paper
on pro-conpetitive regulatory principles. However during
2001, South Africa passed anendnents to the

t el ecommuni cation Act of 1997 that are the subject of



consi derabl e controversy and concern to industry. For
exanple, it allows only Tel komand the Second Network
Operator (SNO to provide Voice Over Internet Protoco
(VO P) services. This legislation also appears to expand
the definition of a Public Swi tched Tel econmuni cati ons
Service (PSTS) to include the provision, repair, and

mai nt enance of any other tel ecommunication apparatus. This
definition may face | egal challenges fromthe VANS as it may
elimnate their ability to provide Custoner Prem se

Equi pnent. Interested parties continue to raise questions
concerni ng the consi stency of these and other provisions of
t he amended Tel econmuni cations Act with South Africa’s WO
obl i gati ons.

42. The South African Governnent also commtted itself to
license a second fixed line provider to conpete against the
st at e-owned nonopoly supplier, Telkom in |ong-distance,
data, telex, fax, and private |eased circuits services, no

| ater than January 1, 2004. After several policy changes in
2001/ 02, South Africa ultimately announced that it would

I icense a second network operator (SNO to conpete with

Tel kom when its exclusivity period ended at the end of My

2002. Delays in the tendering process are, however, |ikely
to postpone the licensing of a SNOuntil late in 2002.
Equity interest fromoutside investors in the SNOw Il be
[imted to 51 percent. N neteen percent wll be reserved

for Black Econom c Enpowernent groups (BEE) and the
remai ning 30 percent will be allocated to the

t el ecommuni cati ons divi sions of Eskom (the state energy
utility) and Transnet (the transport parastatal), which
al ready have sone infrastructure in place.

43. Internet Service Providers (I1SP) and Val ue- Added

Net wor k Servi ces (VANS) have in the past faced nunerous
problems with Tel kom Tel kom had refused to provide new
facilities to VANS operators as it clainmed that VANS and

| SPs are resellers of basic services and thus were
infringing on its statutory nonopoly. Although South
Africa' s tel econmunications regulatory authority (1 CASA),

not Tel kom has sole authority to determ ne whether these
services are illegal, |ICASA has not effectively asserted its
authority over Tel kom Decisions taken by | CASA have often
been chal | enged by Tel kom which delays the inplenentation
of 1CASA's rulings. The situation is expected to inprove,
with Tel komi s nonopoly ended, since now both the Conpetition
Conmi ssion and | CASA wi |l have jurisdiction over the

t el ecommuni cati ons sector.



44, South Africa is preparing to pass the "E-Conmerce”
Bill, designed to encourage use of the Internet in business
transactions. However, the controversial bill will have a
guestionabl e i npact on the .za domain nane, I|nternet
retailing, encryption providers, unsolicited e-mail, and
governnment access to private databases. Anong other things,
the bill would give the governnent sole control of the .za
domain nane in contrast to international norns, and woul d
require retailers to provide a mandatory seven-day return
policy for all products, including nusic and software.

A 9. Efficient Capital Markets and Portfolio Investnents

45. South Africa’ s banking systemis conprised of three
el enent s:

- The South African Reserve Bank (wwv. resbank. co. za);

- Private sector banks; and,

- Mutual Banks (Banks w thout ordi nary sharehol ders,
owned instead by all sharehol ders or depositors; only
two of these banks still exist in South Africa.)

46. Oversight of South Africa s banks is the purview of the
South African Reserve Bank, while South Africa’s
sophi sti cated non-bank financial services industry is
governed by the Financial Services Board (FSB). The FSB
regul ates insurance, pension funds, unit trusts (i.e.,

mut ual funds), participation bond schenes, portfolio
managenent, and the financial markets. The financia

mar ket s consi st of:

- The JSE Securities Exchange SA (www. j se. co. za)
- The Bond Exchange of South Africa (ww. bondex. co. za)

47. The Bank Act of 1990 regul ates private banks. A
variety of credit instrunents are available to the private
sector, including bankers’ acceptances, fixed and variable
rate securities, bonds, and equities. In My 1995,
anendnents to the Banks Act permtted foreign banks to
conduct banki ng operations via branches, ending the earlier
requi rement that they establish subsidiaries. On Novenber
1, 1995, the JSE began permtting foreign banks and firnms to
joinits registry. A conplete |list of the registered banks,
banki ng associ ati ons, devel opnent banks, and rel ated

organi zations that nmaintain a presence in South Africa is



avai |l abl e on an ABSA-sponsored website at
www. fi nforum co. za/ fini nsts/ bankdir. htm

48. The South African Reserve Bank is nearing conpletion of
neeting all recomendations of the Basel Conmttee on
Banki ng Supervision. The Financial Services Board continues
to assess and inplenent the recommendations of the
Internati onal Organization of Securities Conm ssions in
order to bring the non-banking financial services in |line
with international best practices. There are presently

di scussi ons underway to establish a single financial

servi ces regul ator under either the Reserve Bank or the

Fi nanci al Servi ces Board.

49. At year-end 2001, there were a total of 635 firns
listed on the JSE Securities Exchange SA (JSE) with a total
mar ket capitalization value of R1,771 billion (US$205

billion). This represents a 23 percent Rand increase.
However, in dollar terns there is a slight decrease fromthe
2000 market capitalization of US$206 billion. Overal |,

the JSE is ranked nunber 18 in terns of total narket
capitalization. Since July 2001, the South African Futures
Exchange (SAFEX) has been incorporated within the JSE

al l owi ng purchase of equities and derivatives fromthe sane
exchange. The JSE is the only African exchange that offers
commodities and futures trading. In 2001, the JSE al so
conpleted its transition to the electronic clearing and
settl ement system call ed STRATE (Share Transactions Totally
El ectronic). Elimnation of paper copies allows the JSE to
settle trades wthin five days. |In My 2002, the JSE
shifted to a new tradi ng system the Stock Exchange

El ectronic Trading Service (Sets), which is the system
devel oped and used by the London Stock Exchange. The new
trading systempermts South African conpanies to |ist on

t he London Stock Exchange wi t hout changi ng dom cil e.

50. The Bond Exchange of South Africa (BESA) regul ates the
fixed-interest securities market and is |icensed under the
Fi nanci al Markets Control Act. Menbership includes banks,

i nsurers, investors, stockbrokers, and independent
internmediaries. The bond exchange consists principally of
government bonds with sone bonds from governnent parastatals
al so avail able. However, there is a grow ng corporate bond
sector as nore conpani es seek to raise capital through this
mechani sm

A. 10. Political Violence



51. Political violence has |argely di sappeared as a nmj or
issue in South Africa. The occurrence of crimnal violence
is relatively high, however, and can be expected to persi st
t hroughout the country’s period of transition to socia
stability. National and provincial governnents have
unvei l ed a nunber of prograns ained at attacking crine in
general, and South Africa is working closely w th donor
countries to address this problem

A.11. Corruption

52. South African |aw provides for prosecution of
governnment officials who solicit or accept bribes. Penalties
for offering or accepting a bribe may include crimnal
prosecution, nonetary fines, and dism ssal for governnent
enpl oyees, or deportation for foreign citizens. South Africa
boasts no fewer than 10 agenci es engaged in anti-corruption
activities. Sone, like the Public Service Conm ssion (PSC),
Ofice of the Public Protector (OPP), and Ofice of the

Audi tor-Ceneral (OQAG, are constitutionally mandated and
address corruption as only part of their responsibilities.

O hers like the South African Police Anti-Corruption Unit,
and the Directorate for Special Operations — nore popularly
known as the Scorpions — are dedicated to conbating crine
and corruption.

53. High rates of violent crinme nmake it difficult for South
African crimnal and judicial entities to dedi cate adequate
resources to anti-corruption efforts. U S. firnms have,
however, not identified corruption as a serious obstacle to
foreign direct investnent. During the |last few years,
violent crine has been a nore serious problemand an

i npedi nent to and a cost of doing business in South Africa.
Al t hough there were sone positive changes in the |ast part
of 2001, the South African Police forces generally have not
been effective or well accepted in many comuniti es because
of their historical role in enforcing mnority rule, lack of
training, and internal crime and corruption within the
forces. Industries dependent on I PR protection believe
corruption is one of the chief causes of the inportation of
pi rated goods.

54. CGovernnent transparency has increased substantially
during the last few years. The Pronotion of Access to



Information Act, signed into |aw in February 2000, enhanced
it. The Public Finance Managenent Act (PFMA), which becane
effective on April 1, 2000, hel ped raise the |evel of

oversi ght and control over public nonies and al so hel ped

i nprove the transparency of governnent spending, especially
with regard to of f-budget agencies and parastatals.

55. The reqgulations in terns of the Preferential
Procurenent Policy Framework Act, announced in 2001, should
i ncrease transparency in governnment procurenent by, inter
alia, establishing clear rules for preferential awarding of
governnment contracts to firnms wth bl ack ownership or

shar ehol ders.

A.12. Bilateral Investnent Agreenents

56. South Africa has been a nenber of the Southern African
Custons Union (SACU) since its inception in 1910. 1In
addition to SA, the nenber countries are Botswana,
Swazi | and, Lesotho, and Nami bia. SACU ains to pronote free
trade and cooperation on custons matters anong its five
menber states. There are presently no internal tariff
barriers between SACU nenber states, although different tax
reginmes result in the need for tax adjustnments at the
borders. All SACU nenbers, except Botswana, share a conmon
currency as nenbers of the Conmon Mnetary Area. The
restructuring of the SACU fornula, to give effect to
principles agreed by the SACU M nisters of Finance in

Sept enber 2000, is expected to take effect in 2003/ 2004.
The new agreenent will contribute to stabilizing the

di stribution of the custons and excise pool and will see
the introduction of a devel opnent fund targeted to support
the | ess devel oped nenbers of the Union.

57. South Africa becanme a nmenber of the Southern African
Devel opment Community (SADC) in 1994. SADC is a

sub-regi onal organization created in 1992 that seeks to
foster econom c growth and devel opnent through increased
econom c integration anong its 14 nenber states. The SADC
Trade Protocol is the cornerstone of SADC s sub-regi ona
trade integration effort and under it, a Free Trade
Agreement (FTA) went into effect during 2000. Sone details
of the FTA are, however, still being negotiated and the
elimnation of tariffs will not be conplete until 2012.
South Africa is playing a |leading role in pronoting tax
cooperation within the SADC, including capacity building



initiatives, devel oping a tax database for the region,
formul ati ng common approach to tax incentives,

adm ni strative coordi nation, and elimnating harnful tax
practices. Menoranda of Understandi ng on Cooperation in
Taxation and Rel ated matters and on Macroeconomi c
Convergence within SADC are al so bei ng consi der ed.

58. South Africa has signed various investnent agreenents
since 1994. A conplete list of the countries with which
such agreenents have been nmade is avail able on the SAG
website at www. gov. za/ year book/ forei gn. ht m

59. In February 1999, the U S. and SA signed a Trade and
I nvest nent Franmework Agreenent (TIFA). This was the first
TIFA the U S. signed in Sub-Saharan Africa, indicating
South Africa’ s inportance as the | eading African economc
power. The TIFA established a Council on Trade and

I nvestnent that is conposed of representatives of both
governnments and al so consults wth the private sectors of
both countries. The council neets regularly to discuss
specific trade and investnent matters, and to negotiate
agreenents to renove inpedinents to trade and investnent.
The | ast neeting was held in February 2002. Follow ng the
visit in February 2002 of U S. Trade Representative Robert
Zoellick to South Africa, the United States and the

Sout hern African Custons Union are exploring the
feasibility of entering an FTA

60. The U S.-SA bilateral tax treaty, elimnating double-
taxati on of business officials fromone country working in
anot her was signed in February 1997 and becane effective
January 1, 1998. Agreenents Regardi ng Mutual Assistance
bet ween the Custons Administrations of the US and South
Africa came into force on August 1, 2001

61. A Trade, Devel opnent, and Cooperation Agreenent
containing a Free Trade Agreenment (FTA) went into force

bet ween South Africa and the European Union on January 1,
2000. Under the FTA, the EUis conmtted to the ful

i beralization of 95 percent of South African inports over
a 10-year transitional period, while SAis to |iberalize 86
percent of EU inports over a 12-year transitional period.

A.13. OPIC and O her Investnent |nsurance Prograns



62. The Overseas Private Investnent Corporation (OPlIC
supports, finances, and insures U S. overseas investnent
projects that are financially sound. [Its assistance
contributes significantly to the social and economc

devel opnent of the host country. OPIC aids U S. investors
t hrough the followi ng four principal activities, which are
desi gned to pronote overseas investnent and reduce the
associ ated ri sks:

- Fi nanci ng busi nesses through | oans and | oan
guar ant ees.

- Supporting private investnment funds.

- Insuring investnent against a broad range of
political risks.

- Engaging in outreach activities designed to inform
t he American business comunity.

63. South Africa signed a bilateral investnent incentive
agreenent with the United States in Novenber 1993 with
respect to all of OPIC s prograns. Today, OPIC backs a
nunber of investnent funds focused on Sub-Saharan Africa
including the Africa Gowh Fund (US$ 25 mllion), the
Modern Africa G owh and Investment Fund (US$ 105 million),
and the ZM Investnment Fund (US$ 120 million). OPICis
presently establishing the US$ 350 nillion Sub-Saharan
Africa Infrastructure Fund (SAIF) to target infrastructure
projects in all of Sub-Saharan Africa, including South
Africa. Additional information is avail able at
WWW. Opi C. gov.

64. During March 2002 Assistant Secretary Kansteiner,
acconpani ed by the President of OPIC | ed a del egation of
fund mangers to South Africa. Over one hundred project
proposals, requiring equity funds, were reviewed of which
23 projects were presented to the fund nmanagers in person.
This visit had good press coverage and highlighted the
potential of AGOA to attract foreign investnent.

65. South Africa is also a nenber of the Wrld Bank’s
Multilateral Investnment CGuarantee Agency (M GA).

A. 14. Labor

66. Since 1994, the South African Governnment has been
systematically renoving the vestiges of the apartheid |abor
system The governnent is attenpting to erect in its place



a | abor market systemthat is characterized by enpl oynent
security, reasonable wages, and decent working conditions.
The new system which was negoti ated between governnent,
busi ness, and organi zed | abor under the aegis of the

Nati onal Econom c Devel opnent and Labor Council (NEDLAC),
pl aces a high value on worker rights and collective

bar gai ni ng between parties that are equally enpowered.

67. The new | abor dispensation rests on four |egislative
pillars:

-- The Labor Relations Act, in effect since Novenber 1996
is the cornerstone of the entire regulatory structure. It
enshrines both the right of workers to strike and also the
ri ght of managenent to | ock out workers and hire repl acenent
| abor during a strike. The Act created the Comm ssion on
Conciliation, Mediation, and Arbitration (CCMA). The
Comm ssion currently has a caseload far in excess of that
whi ch was originally projected because of the ease of access
to its services.

-- The Basic Conditions Enploynment Act, inplenented in
Decenber 1998, establishes a 45-hour workweek and m ni num
standards for overtime pay, annual |eave, notice of
term nation, and the |iKke.

-- The Enpl oynent Equity Act prohibits unfair enpl oynent
discrimnation and requires |arge and nedi um enpl oyers to
prepare affirmative action plans to ensure that bl acks,
wonen, and di sabl ed persons are adequately represented in
t he wor kf orce

-- The Skills Devel opnent Act inposes a | evy on enpl oyers
equal to 1.0 percent of payroll to be used for training
prograns devised by industry-specific training authorities
and jointly adm ni stered by enpl oyer organi zati ons and
| abor.

68. Many in business claimthat the South African | abor

mar ket is over-regul ated and have urged the governnent to
scal e back sone of the recently passed legislation. 1In
response, the Labor M nister proposed a nunber of anendnents
to the [ abor |aws, which were later refined and agreed upon
in an informal business-|abor body known as the M I I ennium
Labor Council (M.C). These anendnents were passed by
Parlianment in March 2002.



69. According to the |atest (Septenber 2001) Labor Force
Survey, published by Statistics SA the official

unenpl oynent rate is 29.5 percent. This rate uses the

I nternational Labor Organization (ILO definition of

unenpl oyed, whi ch excl udes persons who have not | ooked for
work in the four weeks prior to the interview |If the

af orenenti oned peopl e are included, the *“expanded

unenpl oynent rate” is nore than 40 percent. Education and
skills training are not keeping pace with the rapid increase
in demand for skilled workers. O ficial unenploynent rates
by race are reported as:

-- Africans 35.9 percent
-- Col ored 21. 8 percent
-- Indi ans 18. 4 percent
-- Wites 6.0 percent

70. There are about 3.3 mllion union nenbers in South
Africa, conposing 21 percent of the econom cally active
popul ati on. Mbst union nenbers belong to affiliates of one
of the three major union federations: the Congress of South
African Trade Unions (COSATU), the Federation of Unions of
South Africa (FEDUSA), or the National Council of Trade

Uni ons (NACTU). Although COSATU, the |argest federation
with some 1.8 mllion nenbers, is formally allied with the
ruling African National Congress (ANC) and the South African
Communi st Party (SACP), it often opposes the governnment on
matters of economic policy. One of COSATU s particul ar
targets is governnental efforts to privatize mnunicipa

servi ces and state-owned corporations. Striking is
protected under South African |law, but, in general, |abor
mlitancy has been declining since 1994.

A. 15. Foreign Trade Zones/Free Ports

71. The Industrial Devel opnent Zone (I1DZ) Program
announced in Septenber 2000, is another incentive offered by
the South African Departnment of Trade and Industry to
encourage international conpetitiveness of the South African
based manufacturing sector. [1DZs will be purpose-built
industrial estates linked to an international port or
airport in which quality infrastructure and expedited
custons procedures are coupled wth the uni que duty-free
operating environnments suited to export-oriented production.
Governnment will license operators to develop and run the

| DZs, provide enterprise support neasures, mnimze "red
tape," and provide efficient services to enterprises wthin



an IDZ. During the past year, the Coega Industrial

Devel opment Zone (area near Port Elizabeth) has been
procl ai med, the operator appointed, and construction is to
begin at the end of July 2002. In the beginning of 2002,
Cabi net has al so approved Industrial Devel opnent Zones in
East London and Ri chards Bay.

A.16. Foreign Direct Investnent Statistics

72. Foreign direct investnent (FDI) data is readily

avail able in South Africa, but published statistics vary
dependi ng on their source and definition. Anobng the
nunmerous institutions that provide foreign investnent data,
the U.S. Enbassy in South Africa tends to rely nostly on the
South African Reserve Bank (SARB). The SARB statistics
conformto the | M- definition of FDI* and represent actual

i nvest nent, excludi ng announced, but not conpl et ed,
"intended" investnent. However, the SARB does not provide
country-specific figures which distinguish between actual
new i nvestnent flows and changes in investnent stocks caused
by asset swaps, exchange rate adjustnents, and nergers and
acquisitions. This situation nmakes it difficult to track
the U.S. and other countries' FD position in SA on a yearly
basis. Because SARB statistics only provide an annual total
for all the countries' flows conbined, the U S. also relies
on nore updated information obtained fromthe South Africa-
based firm “Busi ness Map” (BM. The latter offers fee-based
services for a wide range of investor-related data and

anal ysis and may be contacted via its web site at

www. bmap. co. za.

(*FDI is generally defined as ownership of at |east ten
percent of the voting rights in an organization by a foreign
resident or several affiliated foreign residents, including
equity capital, reinvested earnings, and | ong-term | oan
capital.)

73. The following FDI statistics were drawmn fromthe SARB s
March 2002 Quarterly Bulletin. The conversion exchange rate
used was that of the average for each year cited.

AVERAGE EXCHANGE RATES USED

1997 1998 1999 2000 2001
US$/ Rand 4.61 5.53 6. 11 6. 93 8. 60



YEAR- END STOCK OF FOREI GN DI RECT | NVESTMENT I N SOUTH AFRI CA

1997 1998 1999 2000
Rand (billion) 81.46 91. 86 318.60  328.86
US$ (billion) 17.67 16. 61 52. 15 38. 3

YEAR- END STOCK OF SQUTH AFRI CAN DI RECT | NVESTMENT ABRQCAD

1997 1998 1999 2000
Rand (billion) 113.2 170.0 203. 0 244. 7
US$ (billion)  29.0 30. 74 29. 30 28.5

GROSS DOVESTI C PRODUCT (1IN RAND BI LLI ON AT CURRENT PRI CES)
AND FOREI GN DI RECT | NVESTMENT AS A PERCENTAGE OF GDP

1997 1998 1999 2000 2001
GbP 685. 7 739.5 802. 8 887.8 975. 2
FDI (percent) 12.0 12.5 39.7 37.0 N. A

YEAR- END STOCK OF FDI | N SOUTH AFRI CA BY REG ON COUNTRY
(I'N BI LLI ONS)

REG ON COUNTRY RAND US$

1999 2000 1999 2000
EURCPE - Tot al 288.0 292.6 47.1 42. 2
-- UNITED KI NGDOM  248. 3 242.9 40. 6 35.1
- - GERMANY 16. 8 19.1 2.8 2.8
-- SWTZERLAND 8.4 10. 3 1.4 1.5
-- NETHERLANDS 5.4 11.0 0.9 1.6
- - FRANCE 2.1 2.5 0.4 0.4
-- | TALY 1.6 1.5 0.3 0.2
N&S AMERI CA — Total 19.1 22.8 3.1 3.3
-- USA 17. 3 19. 6 2.8 2.8
AFRI CA - Tot al 1.8 2.3 0.3 0.3
ASI A - Total 8.75 10. 2 1.4 1.5
-- MALAYSI A 6.6 6.8 1.1 1.0



-- JAPAN 0.9 1.5 0.1 0.2

OCEANI A - Tot al 0.9 0.5 0.2 0.1
INT"L ORG — Tot al 0.1 0.4 0. 02 0.1
TOTAL 318.6328. 8 52.15 47.5

YEAR- END STOCK OF SQUTH AFRI CAN DI RECT | NVESTMENT ABRCAD BY
REG QN COUNTRY

REG ON COUNTRY RAND US$

1999 2000 1999 2000
EURCPE — Tot al 176. 6 208.9 28.9 30.1
-- UNI TED KI NGDOM 78.6 77.3 12.9 11. 2
- - LUXEMBURG 42. 1 58.3 6.9 8.4
-- SW TZERLAND 22.1 48. 7 3.6 7.0
-  OTHER 33.8 24.6 4.0 3.5
N&S AMERI CA - Total 10.9 16. 5 1. 2.4
-- USA 6.5 11. 2 1.1 1
AFRI CA — Tot al 10.0 12. 3 1.6 1.8
ASI A - Total 1.3 1.7 0.2 0.2
OCEANI A — Total 4.2 5.2 0.7 0.8
TOTAL 203.0 244. 6 33.3 35.3

YEAR- END STOCK OF FDI | N SOUTH AFRI CA BY | NDUSTRY SECTOR
(BI LLI ONS)

| NDUSTRY RAND USs$
1999 2000 1999 2000
Agricul ture,
Forestry, & Fi shi ng 0.4 0.5 0.1 0.1
M ni ng 114.1 91.5 18.7 13.2

Manuf act uri ng 79.5 86.813.0 12.5



Construction 0.5 0.3 0.1 0.1
Trade, Catering,

& Accommobdati on 10.6 11.9 1.7 1.7
Transport, Storage,
& Conmuni cati on 8.4 8.5 1.4 1.2

Fi nance, | nsurance,
Real Est., & Busi ness

Services (*) 105.0 129.2 17.2 18. 6
Soci al services 0.1 0.2 0.02 0.02
TOTAL 318.6 328.9 52.1 47.5

FDI FLOAS | NTO SOUTH AFRI CA | N RAND BI LLI ONS —
CAPI TAL MOVEMENTS 1995 TO 2001

1995 10.0
1996 7.2
1997~ 19.5
1998 10. 4
1999~ 226. 8
2000 13.6
2001 18.0

*The high inflowin 1997 was due to the 30 percent
privatization of Telkomwhile the junp in 1999 is the result
of three major South African conpanies noving their |istings
to the UK

74. According to Business Map, the FD into SA for 2001 was
R18.013 billion, substantially better than the R13.6 billion
of 2000. The quarterly average for 2001, at $528 million or
R4.503 billion, is also better than the previous year’s
figure in both dollar and rand terns. FDI into South Africa
still depends on a few major transactions, with the
autonotive and steel industries |eading investnment during

| ate 2001.

2001 (Quarter 4) - FD Inflows by Sector
(Rand m I1ion)

Metal Products and M nerals Beneficiation 944
Construction, Building Mterials,

and Engi neering 528
Mot or and Conponents 2,285

Tel ecommuni cations and I T 40



Agriculture, forestry and fishing 570
Bi ot echnol ogy 20

TOTAL 4, 387
Sour ce: Busi nessMap*

*The Busi ness Map definition of FDI includes nergers and
acqui sitions, new investnments, privatization, expansions
that result in new productivity capacity, and firm plans or
intentions to invest, i.e., conmtnents.

75. The FDI in 2001 began strongly with Italy ranking as
the top investing country for the period. This was due to
the acquisition of Crio by the Italian food group Del Monte
Foods for R1.33 billion. Ml aysia ranked second in foreign
i nvestnent due to the RL.3 billion property devel opnent by

t he Mal aysi an Resources Corporation, Berhad |Investnent.

76. The U. S. continued its strong presence anong the top

i nvesting countries, boosted by the RL.07 billion
acquisition in the paper industry of Mindi’'s assets by the
@ obal Environment Fund to create d obal Forest Products.
U. S. autonotive conpany Visteon also invested US$6 million
in Port Elizabeth to manufacture fuel punps for Ford. A

di sappoi nt nent, however, was U.S. electricity heavywei ght
Exel on’s decision early in 2002 to withdraw fromits 12.5
percent stake in SA's pebble bed project at the end of the
feasibility stage. |Its announced intention in Novenber 2001
to buy 40 pebbl e bed nodul ar reactors will no | onger take

pl ace. Exelon, together with the UK s British Nuclear

Fuel s, has played a vital role in raising the profile of the
pebble bed in the U S and the UK at a tine when nucl ear
power is com ng back into fashion. The wi thdrawal is not
only a blow for the schene, and has unsettl ed the other
partners, but also sends confusing signals to the U S.
Governnment and the players in the U S. nucl ear industry.

77. The biggest announced foreign investnent was again in
t he notor and conponents sector. BMN Gernmany announced in
Decenber 2001 that it would invest R2.2 billion to upgrade
BMWVV SA' s Rosslyn plant, an indication of the success of
government’s notor industry devel opnment program The
upgraded plant is expected to produce up to 60,000 units a
year, increasing the group’s export capacity to R50 billion
a year.



78. The second biggest single investnent was a UK
investnent in netal products and m nerals beneficiation,
with LNMs commitnent in Novenber to invest US$75 million in
I scor by March 2002. This follows LNM s announcenent early
that nonth that as part of its “business assistance
agreenent” with Iscor, it would acquire 10 percent of
Iscor’s shares on the open market. Subsequently, in January
2002, LNM exercised two share options to buy 10.6 percent of
Iscor fromStinela. 1In April, it acquired another 8.8% of
Iscor fromthe Industrial Devel opnent Corporation, boosting
its stake in Iscor to 31 percent.

79. In the first investnent of its kind in SA, the

I nternational Finance Corporation (IFC) channelled R20
mllion into the Biotech Venture Partners Fund, SA's first
venture capital fund focused on the |ife sciences and

bi ot echnol ogy sector. Additional investnent during 2001
included the Italian Conpany Mario Levi SRL investing in a
R65 mllion tannery that manufactures |eather vehicle seats;
Credit Suisse First Boston bought a 45 percent stake in the
br okerage AMB-DLJ; and the Scandi navi an Buil di ng Systens
acqui red Corobrik during 2001.

FOREI GN COVPANI ES | NVESTED I N SOUTH AFRI CA, BY COUNTRY

COUNTRY NUMBER (*)
uU. S 636
Cer many 467

UK 271
Bel gi um 150
Net her | ands 136
France 135
Italy 69
Switzerl and 61
Japan 58
Denmar k 49

(* I'ncludes subsidiaries and joint ventures, |ocal partners,
agents, franchises and representatives. Source - Business
Map, 1998)

It is estimated that the nunber of US conpanies have grown
from 636 to 900 since 1998.

80. The follow ng conpani es have invested in excess of Rl
billion in South Africa since 1994:



TOP FOREI GN COMPANI ES | NVESTED SOQUTH AFRI CA

Canada - Pl acer Done
Denmar k - AP Mol ler
France - Lafarge
Cer many - BMW
Italy - Del Monte Foods
Mal aysi a - Petronas; Tel ecom Mal aysi a
Switzerl and - Swi ssair; Myvenpick Hotels
UK - Billiton; Lonrho Plc, SA Breweries
u. S - Caltex; Coca Col a; Dow Chem cal s;
| BM SBC

81. Oher significant U S. investnents include: Ford,
McDonal ds, Levi Strauss, Mnute Maid, N ke, Salem Silicon

G aphics, SBC, Lucent Technol ogi es, Mcrosoft, Conpaq
Conputers, Dell, Sara Lee, Caterpillar, Goodyear, Eli Lilly
and Ceneral Electric. Pepsi and Federal Mgul were the only
two U.S. conpanies that left SA during 1994 to 1999. Many
of these U. S. investors are mnultinational corporations.
Uni | ever and Col gat e-Pal nolive remained in SA during the
sanction period and have expanded to nei ghboring countries.



